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With the construction of multi-level capital market, China's stock market 
developed a lot, from the earliest mainboard market to SMEs board, GEM and the 
new three panels. As the number of companies listed on GEM gradual expansion, 
many good qualified companies emerged as the favorite of the capital market, but 
many problems also exposed, such as financial fraud, damage the interests of small 
investors. Lack of internal governance, there needs external governance to supervise 
and restrict these companies. But for such an emerging market, whether external 
governance means can play its due role, there need many studies to answer this 
question. The focus of this paper is analysts whether played the role of external 
governance Assuming the role exist, what is the mechanism to achieve the governance. 
Review existing studies abroad, mainly concentrate on the reduction of information 
asymmetry, inhibition of earnings management, revealing financial fraud, alternative 
and complementary role of internal governance. But there is little domestic study on 
the relationship between external governance means. This paper examines the impact 
of analyst to firm value, the mechanism of the influence and the relationship between 
analysts and other external governance means. 
This paper selects 356 GEM listed companies as samples, and the study period 
starts from 2010 to 2013. We use instrumental variables of analyst to avoid the 
endogenous issues of company size, operating conditions. We use unbalanced panel 
data to study the effect of analysts coverage on corporate value, quality of information 
disclosure, earnings management. Also we study the relationship between analysts 
coverage and product market competition, institutional investors. Analysts can 
improve the quality of information disclosure, reduce the information asymmetry 
between the manager and investors and agency costs. This provide an indirect 
evidence for corporate governance and found possible mechanisms. Finally, we study 
the relationship between external governance means: on one hand, under a certain 
proportion of institutional investors holding, analysts coverage can promote the value 













degree of analysts coverage can provide more private information which products 
market never offered to meet the need of different types of investors, making both 
corporate governance play a complementary role. 
 Analyst can help to reduce investment risks for investors. For listed companies, 
analysts also played a role in the optimal allocation of funds, making good company 
access to more resources. As intermediaries of information discovery and 
interpretation, analysts fulfill the functions of financial intermediation, and realize the 
role of the external corporate governance, which has important theoretical and 
practical significance for the healthy development of the securities market. 
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